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Subpart 2829.3 - State and Local Taxes

2829.303 Application of State and local taxes to Government contractors and
subcontractors.

(a) It is DOJ policy that DOJ contracts shall not contain clauses expressly designating prime
contractors as agents of the Government for the purpose of avoiding State and local taxes.

(b) Although circumstances may exist under which a contractor is an agent of the Government, even
in the absence of a contract clause expressly designating a contractor as such, these circumstances
should be extremely rare. Before any DOJ contracting activity may contend that any of its
contractors are agents of the Government for the purpose of claiming immunity from State and local
sales and use taxes, the matter will be referred to the AAG/A for review, and approval to ensure that
DOJ policy is complied with and that the contracting activity's contention is fully in accordance with
the pertinent legal principles and precedents. Each case forwarded will be reviewed by the HCA
before referral to the AAG/A. The referral will include all pertinent data on which the contracting
activity's contention is based, together with a thorough analysis of all relevant legal precedents.

(c) Whenever clauses, procedures, and business practices are cited by DOJ contracting activities to
support the contention that a contractor is an agent of the Government for the purpose of immunity
from a State or local sales or use tax, contracting activities should whenever possible, devise
alternative clauses, procedures, and practices for future use which will accomplish their intended
purpose without providing the basis for contention that the contractor is an agent of the Government
for the purpose of immunity from State and local sales or use taxes. Any referral to the AAG/A for
approval under this subpart shall include comments on the extent to which alternative clauses,
procedures, or practices may be utilized to accomplish the intended purpose without providing the
basis for the contention that the contractor is an agent of the Government for the purpose of
immunity from State and local sales or use taxes.
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